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Announcement 


Pror. JAMES T. SHOTWELL and 
PROF. EDWARD MEAD EARLE have 
been elected to the Executive Com- 
mittee of the Foreign Policy As- 
sociation. 


Telephone Vanderbilt 5740 
August 8, 1924 


Entered as second 
elass matter December 
2, 1921, at the Pest 
Office at New York, 
N. Y., under the act 
ef March 8, 1879. 


/ 


Pepiodica] Division, 


Gdbwapy of Congress, 


Washington, D. C. 


THE CONFERENCE: AN ANALYSIS 


“T°HE first half of the London Confer- 

ence to apply the Dawes plan ended 
last Saturday. An unexpected measure of 
agreement was reached on most of the im- 
mediately important problems. Credit for 
the bridging of many apparently irrecon- 
cileable fundamental differences between 
the Allies themselves is due chiefly to the 
heads of the British and French delega- 
tions and to the unofficial but conciliatory 
and influential] intervention of the Ameri- 
can officials and bankers. Fortunately for 
the ultimate success of the Conference, it 
was Herriot’s formula of arbitration which 
prevented a deadlock. The frank recogni- 
tion of this fact in London will greatly 
strengthen the French Premier in his in- 
evitable struggle with the nationalists at 
home. 

The United States emerges from the 
Conference to find its citizens designated 
to act as chairmen of most of the vital 
orbitral commissions. Under the guise of 
unofficialism, now worn transparently thin, 
our government is pledged to play a de- 
cisive role in administering the receiver- 
ship of Germany and indirectly the eco- 
nomie rehabilitation of Europe as a whole. 

Determination of Default 

Of all the questions which divided the 
Allies, none was more difficult than that of 
German default. Herriot came to the Con- 
ference committed to the maintenance of 
the French claim that, as in the case of the 
Ruhr, she had the right in the future to 
impose sanctions on Germany without the 
assent or cooperation of Britain. Mac- 
Donald was just as unqualifiedly commit- 
ted to the non-acceptance of this claim. But 
both Premiers were determined to secure 
agreement on this as on the other major 
issues. From the more than two weeks of 
intense study and conference emerged an 
ingenious and apparently workable com- 
promise. Nominally the Reparation Com- 
mission, which has hitherto been controlled 


by France, retains its right to declare Ger- 
many in default. But when the Repara- 
tion Commission is voting on the question 
of default an American citizen, named by 
the Commission itself if it can agree un- 
animously, or failing that, by the Presi- 
dent of the Permanent Court of Interna- 
tional Justice, “shall take part in the dis- 
cussions and shall vote.” 


Any member of the Reparation Com- 
mission “may within eight days from 
the date of [a given] decision appeal 
from that decision to the Arbitral Com- 
mission composed of three impartial and 
independent persons whose decision shall 
be final. The members of the Arbitral 
Commission shall be appointed for five 
years by the Reparation Commission, de- 
ciding by unanimity, or failing such un- 
animity by the President of the Perman- 
ent Court.” The President of the Arbitral 
Commission shall be a United States citi- 
zen, 


Moreover, the Allied governments pledge 
themselves “not to take sanctions in re- 
gard to Germany unless a default” has 
been declared under the conditions laid 
down. Even in such case, the govern- 
ments will act with “the consciousness of 
joint trusteeship for the financial interest 
of themselves and of the persons who ad- 
vanced money” through the loan to Ger- 
many. More specifically, the Allies prom- 
ise “that in case sanctions have to be ap- 
plied in consequence of the default by Ger- 
many, they will safeguard any specific se- 
curities which may be pledged to the ser- 
vice of the loan.” They also recognize that 
the interest and sinking fund charges of 
the loan are “entitled to absolute priority 
in relation to any resources of Germany 
on which a general lien may have been 
given to the loan, as well as in relation to 
any resources that may arise as a result 
of a plan of sanctions.” 


Extension of Payments in Kind 

In one respect the Allied agreement in- 
volves a definite going beyond the terms 
of the Treaty of Versailles which limited 
Germany’s obligations to make reparations 
in kind to the ten years, 1920 to 1930. 
France, fearful that on the expiration of 
this period she may not be able to se- 
cure essential coal, and more particularly 
coke, from Germany, insisted on guaran- 
tees. Others of the Allies were just as anx- 
ious that reparations in kind should not be 
used as an excuse for stifling German in- 
dustry. The compromise agreed upon seems 
to be fair to both Germany and France. 
The Transfer Committee, which under the 
Dawes plan is the custodian wf all pay- 
ments made by Germany on the reparation 
account, and which controls the transfer 
of funds to the Allies, is to be authorized 
“to employ the funds at its disposal in pay- 
ment for deliveries on ordinary commercial 
conditions of any commodities and (or) 
services provided for in programs from 
time to time prescribed by the Reparation 
Commission after consultation with the 
Transfer Committee.” The German Gov- 
ernment is asked to accept “‘the establish- 
ment of a special] committee not exceeding 
six members and consisting of an equal 
number of Allied and German representa- 
tives” to carry out these transfers. Dif- 
ferences of opinion between the Allied and 
German members of the Committee are to 
be settled by arbitration. This same prin- 
ciple is also applied to possible disagree- 
ments which may arise between the Trans- 
fer Committee and the German Govern- 
ment in reference to other phases of the 
problem of reparations in kind. The ar- 
biter in this case is to be of neutral na- 
tionality, if the German Government so 
desires, and to be chosen “by agreement 
between the two parties” or, failing such 
agreement, by the President of the Per- 
manent Court. 

Remedying Defects in Dawes Plan 

The French urged that procedure be 
provided to remedy defects which may 
later develop in the working of the Dawes 
plan. The Allies therefore agreed on the 
following procedure: “Any government 
complaining of such defect may submit the 
question to the Reparation Commission 
which will transmit it forthwith for in- 
quiry and advice to a committee consisting 
of the agent general for reparation pay- 
ments, the trustee or trustees for railway 
and industrial mortgage bonds, the rail- 
way commissioner, the bank commissioner 
and the commissioner of controlled reve- 
nues.” 

This committee shall report to the Repa- 
ration Commission which, for the  pur- 
pose of considering such report, shall con- 
voke the American member who shall have 
the right to vote. “If the Reparation 
Commission arrives at a unanimous deci- 
sion, it shall invite the German Govern- 
ment to adhere to it and if an agreement 
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is reached with the German Government 
on the subject, the necessary measures 
shall be carried into effect without delay. 
If the Reparation Commission is not un- 
animous, or if any decision it takes unani- 
mously is not accepted by the German Gov- 
ernment, any of the parties interested may 
submit the question to a committee of 
three independent and impartial experts, 
chosen by agreement between the Repar- 
ation Commission, deciding unanimously, 
and the German Government, or, in de- 
fault of such agreement, by the President 
of the Permanent Court.” 

It is, however, provided that this 
method of changing the Dawes report 
“shall not apply to any question in regard 
to the disposition of funds paid to the 
account of the Agent General or any other 
matter which falls solely within the com- 
petence of the Transfer Committee.” 

Checks on Maneuvers 

If the Transfer Committee is equally 
divided on the question whether there 
have been German maneuvers to check- 
mate cash transfers, the question shall 
be referred to an independent and impar- 
tial arbiter to be selected by the Transfer 
Committee itself, if unanimous, or failing 
unanimity by the President of the Perma- 
nent Court. If, however, “the funds at the 
disposal of the Agent General for Repara- 
tion Payments are at any time accumu- 
lated in Germany up to the limit of five 
billion gold marks . . . and the Commit- 
tee has by a majority decided that the con- 
certed financial maneuvers (referred to) 
have not taken place . . . any member of 
the minority of the Committee may within 
eight days appeal against such decision to 
an arbitral tribunal whose decision on the 
matter before them shall be final. The ar- 
bitral tribunal shall consist of three inde- 
pendent and impartial financial experts 
including a citizen of the United States of 
America, who shall act as Chairman.” 


The second half of the Conference open- 
ed with the arrival of the German dele- 
gates Tuesday. For the first time since 
the war, the German representatives are 
treated as equals. This should make easier 
the German acceptance of the essentials of 
the Allied proposals. The Germans, as the 
price of their acquiescence, however, will 
doubtless, among other things, press for 
an early evacuation of the Ruhr, both eco- 
nomic and military. The initial statement 
of the German delegation and the concilia- 
tory attitude of Herriot strengthen the 
hope of prompt agreement. 

This would then be followed by essential 
legislation in Germany and parliamentary 
approval in the Allied countries. 

These steps taken, the international loan 
upon which the whole Dawes plan ulti- 
mately depends, will, though the bankers 
have not yet committed themselves, prob- 
ably be floated late this fall. 

JAMES G. McDONALD. 
the opinions expressed in this Bulletin. se, 
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